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Instruções 


1. Este CADERNO é constituído de quinze questões objetivas. 
2. Caso o CADERNO esteja incompleto ou tenha qualquer defeito, o(a) candidato(a) 
deverá solicitar ao fiscal de sala mais próximo que o substitua. 
3. Recomenda-se não marcar ao acaso: cada item cuja resposta divirja do gabarito oficial 
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acarretará a perda de 4 ponto, em que n é o número de itens da questão a que 
pertença o item, conforme consta no Manual do Candidato. 

4. Durante as provas, o(a) candidato(a) não deverá levantar-se ou comunicar-se com 
outros(as) candidatos(as). 

5. A duração da prova é de duas horas e quinze minutos, já incluído o tempo destinado 
à identificação — que será feita no decorrer das provas — e ao preenchimento da 
FOLHA DE RESPOSTAS. 

6. A desobediência a qualquer uma das recomendações constantes nas presentes 
Instruções, na FOLHA DE RASCUNHO e na FOLHA DE RESPOSTAS poderá 
implicar a anulação das provas do(a) candidato(a). 


AGENDA 


e 24/10/2002- A partir das 20h, divulgação dos gabaritos das provas objetivas, nos 
endereços: http://www.unb.br/ih/eco/ e http://www.anpec.org.br 

e 24 a 26/10/2002 — Recursos identificados pelo autor serão aceitos a partir do dia 
24 até às 20h do dia 26/10 do corrente ano. Não serão aceitos recursos fora do 
padrão apresentado no manual do candidato (página 19). 
18/11/2002 — Entrega do resultado da parte objetiva do Exame aos Centros. 

e 19/11/2002 — Divulgação do resultado pela Internet, nos sites acima citados. 


OBSERVAÇÕES: 
e Em nenhuma hipótese a ANPEC informará resultado por telefone. 


e É proibida a reprodução total ou parcial deste material, por qualquer meio ou 
processo, sem autorização expressa da ANPEC. 
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e Nas questões de 1 a 15, marque, de acordo com o comando de cada uma delas: itens 
VERDADEIROS na coluna V; itens FALSOS na coluna F. 

e Use a FOLHA DE RASCUNHO para as devidas marcações e, posteriormente, a 
FOLHA DE RESPOSTAS. 


COM BASE EM SUA INTERPRETAÇÃO DO TEXTO ABAIXO, JULGUE SE AS 
AFIRMATIVAS SÃO VERDADEIRAS OU FALSAS. O TEXTO FOI SEGMENTADO 
PARA FACILITAR A LOCALIZAÇÃO DAS QUESTÕES. ESTAS SE REFEREM AO 
TRECHO IMEDIATAMENTE PRECEDENTE. COMO, PORÉM, OS DIVERSOS 
SEGMENTOS FAZEM PARTE DO MESMO CONJUNTO, A COMPREENSÃO DE 
CADA PARTE FICARÁ PREJUDICADA SE O TEXTO NÃO FOR LIDO 
INTEGRALMENTE. 


“Exogenous” Interest Rates, Technology, and Farm Prices versus 
“Endogenous” Conservation Incentives and Policies 


(Michael Lipton. In: Vosti, S. and Reardon, T., eds Sustainability, Growth, 
and Poverty Alleviation. The Johns Hopkins University Press, 1997, Ch 
11). 


Many authors attribute much resource degradation in developing rural areas (DRAs) to 
market failure and policy failure — failure, in each case, to “reflect environmental values.” 
Other authors attribute much resource degradation to incorrect domestic policies affecting 
relative prices. This chapter suggests, instead, that most resource degradation in DRAs 
responds to the success of domestic markets and policies. They succeed in communicating to 
rationally maximizing agents (households, firms, managers of common property) that 
changes in prices (especially real interest rates) and in technical options increasingly favor 
accelerated resource degradation. 


QUESTION 01 


According to the text, much of natural resource degradation in developing rural areas (DRAs) 
has been (or can be) attributed to: 


O either market failure, or policy failure, but not both; 

(1) markets and policy failure to reflect environmental values; 

(2) relative prices distorting policies; 

(3) the very success of domestic markets and policies in communicating changes in prices 


and in technical options; 
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(4) the failure of domestic markets and policies to inform decision makers about relevant 
changes in prices and in technical options. 


Indeed, accelerated resource degradation in DRAs is mainly the cumulative consequence of 
developed country policies that have led to (1) a tripling of world real interest rates between 
1945-1974 and 1979-1993, and in the longer term, (2) falling and unstable relative farm 
prices, and (3) labor-displacing technical progress. In this chapter I set out reasons for 
believing that these international effects have been paramount. 


QUESTION 02 

In its analysis of the causes of natural resource degradation in DRAs, the text 

O shifts the blame (for the degradation) from developing to developed country policies; 
(1) singles out the tripling of world real interest rates as the chief cause of degradation; 


(2) includes the historically declining relative farm prices in the world markets as one of the 
reasons for the degradation; 


(3) is at odds with previous explanations; 


(4) blames the farmers in developing rural areas for the adoption of labor-displacing 
technical progress. 


In addition, I contend here that these technology and price incentives responsible for much 
resource degradation in DRAs (1) depend more on technology than on price; (2) inasmuch as 
they depend on price, depend substantially on interest rates; and (3) in both these respects, 
are largely exogenous to agents in developing countries. Economic agents in DRAs are in the 
great majority of cases price takers for interest rates and other environmentally critical prices, 
and also product takers for the technology mix. All this suggests that, although the explicit or 
implicit policy recommendations appearing throughout this volume are reasonable enough, 
their impact on rates of resource degradation in DRAs will be small, without appropriate 
changes in policy by the interest rate “price makers” and the technology “product makers” in 
the developed world. 


QUESTION 03 

In the rank of the factors that, somehow, stimulate resource depletion in DRAs, 

O price and technology are tied at the top; 

(1) developed country policies take precedence over those of less developed countries; 
(2) interest rates take precedence over the prices of environmental resources; 

(3) technology isn”t nearly as important as other environmentally critical prices; 


(4) endogenous conservation incentives are more important than the exogenous ones. 
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High (and Exogenously Set) Rates of Interest 


K will now be shown that DRA resource depletion is in significant part caused by developed 
country policies that raise real long-term interest rates and that it could be moderated or 
reversed if these policies were. This interest rate argument asserts that rates of interest in the 
1980s were excessive in the sense that they increased resource degradation by worsening the 
structures of investment, production, consumption, and resource management, and that these 
rates should therefore be reduced. 


In May 1991 the World Bank summarized the position: “In the prosperous 1950s and 1960s, 
real long-term prime interest rates for prime borrowers stood at some 1 to 1.5 percent and 
short-term rates were even lower”. After an aberrant period of negative real rates during the 
rapid inflation of 1973-1977, “real long-term prime interest rates have hovered between 4 
and 5 percent, and they appear set to remain at these levels or to climb even higher”; they 
have fully met that prediction in the 1990s. Such high rates appear to be historically without 
precedent. 


QUESTION 04 
In its discussion of the role of interest rates on resource depletion, the text asserts that 
O exogenously set interest rates have played no small part in DRA resource depletion, 


(1) and that it did so by improving, among other things, the structures of investments and 
resource management. 


(2) long-term rates for prime borrowers in the fifties and sixties were higher than the short- 
term rates for the same category of borrowers (World Bank quotation); 


(3) after 1977, long-term prime rates fluctuated between 4 and 5 percent and looked as if 
they could climb to higher levels. 


(4) predictions of further increase in interest rates in the nineties never materialized; 


Public policy by the principal developed country (DC) governments since about 1979 has 
accepted, and probably caused, this interest upsurge. These governments, reacting against and 
inappropriately Keynesian response to the first (1973) oil price shock, decided to squeeze out 
inflation (and inflationary expectations) after the second (1978) shock. Around 1978-1984, 
this squeeze was attempted mainly by restraining the growth of the money supply, which led 
to increases in the nominal rate of interest. At the same time, the United States public sector 
deficits (and perhaps those in some other developed countries) added market-based upward 
pressure on interest rates. Rates charged by leading public institutions to borrowing 
governments — even on old loans — since the late 1970s have responded quickly to market 
conditions. There is no reason to doubt that these changes are passed on to final borrowers, 
especially in view of pressures by donors upon developing country governments to phase out 
interest rate subsidies. 


QUESTION 05 


In its discussion of the interest rate upsurge from about 1979 onwards, the text 
O asserts that DC governments policy accepted the interest rate hike; 


(1) allows for the possibility that DCs policy may have caused the rise in the rates; 
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(2) blames Keynesian policies for it; 

(3) blames it on inflation, not on the oil price shock; 
(4) blames it on public sector deficits. 
QUESTION 06 


After the second oil shock, principal developed country governments decided to fight 
inflation. According to the text, this was accomplished through 


O an increase in the prime rate; 

(1) a squeeze in the growth of money supply; 

(2) restraints on economic growth; 

(3) an increase in the interest rate caused by the tightening of the money supply; 


(4) ill-timed Keynesian policies. 


Rising real rates of interest, transmitted to LDCs and to their DRAs, are likely to cause rising 
rates of resource degradation, via private incentives and public capacities. 


Suppose a farmer is choosing between a “sustainable” way to manage land, which generates a 
net return of y; each year forever, and “exhaustive” way, which generates a higher return, y> 
each year for n years, after which the land has been destroyed and yields nothing. It can 
easily be shown that the “sustainable” path yields a higher present value if, and only if 


(y/y)<1=1/(1 1) 


Where r is the real interest rate for a n-year loan. For example, if r = 10 percent and n = 15 
years, the sustainable path is chosen only if it produces at least 78 percent as much, forever, 
as the exhaustive path produces for 15 years before destroying the land. If r = 5 percent, the 
sustainable path needs to produce less, namely, 54 percent of “exhaustive” net returns, to be 
preferred. Clearly, the rise in real long-term rates of interest, if transmitted to DRAs, must 
have had enormous incentive effects on resource management, shifting it away from 
sustainability. 


If risk is allowed for, the interest rate incentive to deplete is probably sharpened. Higher 
interest rates reduce the present-value burden of long-term-future downside risks, relative to 
that of near-term risks (and costs). The land use patterns are therefore shifted toward 
activities with long-term risks, such as possible long-term resource degradation. 


QUESTION 07 


In the analysis of the relationship between rising interest rates and rising rates of resource 
degradation, the text leads to the conclusion that: 


O higher rates of interest provide incentives to the private sector to move away from 
resource conservation; 


(1) higher rates of interest diminishes LDCs” public capacity to deal with resource 
degradation in their DRAs; 


(2) farmers” land management choices are limited to two; 


Exame Nacional ANPEC 2003: 2º Dia Inglês 6/8 


lr = ercent and n = ears, the sustainable path 1s chosen only 1f it produces 
ifr=10p dis by h inable path is ch ly if it produces 78 
percent more than the exhaustive path; 


(4) the exhaustible path produces nothing after 15 years. 
QUESTION 08 


According to the text, the halving of the interest rate, everything else remaining the same, 
produces the following effects: 


O makes the exhaustive path less competitive; 

(1) reduces production of the sustainable path; 

(2) induces resource managers to shift away from sustainability; 

(3) decreases the sustainable path net returns that are required to make it preferred; 


(4) none whatsoever since the decline in the interest rates in developed countries are seldom 
transmitted to DRAs. 


QUESTION 09 


In the analysis of the effects of risk on resource depletion, the text allows one to conclude 
that: 


O the presence of risk dampens the higher interest rate incentive to deplete; 


(1) higher interest rates reduces the cost effect of long-term risks as compared to that of 
short-term risks; 


(2) higher interest rates makes long-term risk considerations less important to resource 
managers; 


(3) since higher interest rates reduce the present-value burden of long-term-future downside 
risks, relative to that of near-term risks, resource managers will try avoid the former 
while accepting the latter; 


(4) higher interest rates increase the likelihood of long-term resource depletion. 


Therefore, if one focuses on choices in resource management — for example between various 
levels of water use or between nutrient cycling and mining — it becomes impossible to miss 
the powerful resource-depleting incentive created by higher real interest rates. Costly credit 
undoubtedly shifts the composition — of inputs, outputs, techniques, investments, 
consumption, and savings, - sharply in a resource-depleting direction. It is only the effect of 
costly credit on degradation via investment levels that remains in doubt. 
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QUESTION 10 


According to the text, higher real rates of interest have a powerful resource-depleting 
influence because they 


O raise the cost of credit; 
(1) undoubtedly reduce resource-saving investments; 
(2) favor nutrient mining over nutrient cycling; 


(3) shift the composition of output, input, techniques, consumption, and savings in a 
resource-depleting direction; 


(4) narrow down resource management choices. 


Exogenous World Farm Prices 


The level of world farm prices also affects the scale and level of impact from developing 
country domestic policy upon resource degradation or renewal in DRAs. With marked 
fluctuations, world prices for most main crops have been falling in real terms for 40 years. 
Farmers anticipating continued price declines will shift toward adding value by farm 
production now at the cost of production later. Accelerated resource degradation results. This 
price-induced shift toward resource degradation is attributable to exogenous factors. 


QUESTION 11 


In its analysis of the impact of world farm prices upon degradation of resources in DRAs, the 
text states that: 


O the impact of developing country domestic policies tends to be smaller than that of 
exogenous factors, such as international prices for agricultural products; 


(1) the extent to which developing country domestic policies influence resource degradation 
is itself dependent upon the level of world prices for farm products; 


(2) domestic policies have no impact whatsoever on resource degradation or renewal; 
(3) there is no such a thing as a trade off between present and future production; 


(4) expectation of lower prices in the future induces greater levels of production in the 
present. 


K is policies in developed countries that have produced the bigger, more pervasive, more 
durable, and worsening “price twists” against developing countries” farm prices, thereby 
encouraging developing country farmers to discount the future capacity of their resources to 
sustain output. Farm policy in the European Community, and for some products in the United 
States (sugar, tobacco, cotton) and Japan (rice), lowers the trend line of world farm output 
prices by (1) stimulating overproduction; (2) subsidizing huge stock overhangs that depress 
prices further, and arguably by subsidizing exports as well; and (3) greatly stimulating 
developed country farmers” demand for research, which generates a pipeline of technical 
progress that leads to further incentives to overproduce. Finally, developing country 
governments have often ill-advisedly intensified this price decline via trade regimes, 
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parastatal monopolies of farm inputs or monopsonies of farm outputs, and so forth. 


QUESTION 12 


In its evaluation of the impact of developed country policies on resource degradation in 
developing country rural areas, the text 


O exempts the former of any guilt; 


(1) blames developed countries, while admitting that less developing countries share in the 
responsibility; 


(2) states that the “price twists” against developing countries” farm prices cannot endure; 
(3) singles out Japan as the chief culprit (because of its support to rice prices); 


(4) admits that developing country governments have intensified the price declining trend. 


Exogenous Technical Progress 


In the long run, at least in the more vibrant regions of developing country farming 
technology probably affects farm-level incentives more than prices do. For example, the 
productivity levels of land, labor, fertilizer, and irrigation in rice or wheat production in the 
Indian Punjab have probably changed faster over the 1964-1992 period than their respective 
input/output price ratios. Farmers” selection from an available set of generated production 
technologies determines whether their response to the joint pressures of population and 
changing prices will be resource-enhancing or resource-degrading. 


QUESTION 13 


In the discussion of the impact of farming technology on resource use in developing 
countries rural areas the text 


O makes it clear that the incentives from technology surpass those of prices, across the 
board; 

(1) includes the Indian Punjab among the “more vibrant regions of developing country 
farming technology;” 


(2) asserts (in the Punjab example) that the increase in factor productivity has outpaced the 
corresponding changes in the ration of input to output prices; 


(3) implies that farmers have the appropriate set of technologies to choose from; 


(4) restricts the analysis” conclusions to the long-haul. 


Unfortunately, there has been little attempt to design the generation, selection, or availability 
of techniques supplied by international agricultural research in ways that increase the 
likelihood of resource-preserving outcomes as rural populations grow. This is partly because 
the problem of technology generation in agriculture remains exogenous to most of the 
developing countries and is not driven significantly by their resource-saving, or other, 
requirements. 


On a global scale, agricultural research responds not to the needs of workers or small-holders 
experiencing rapid growth of person-land ratios (and degrading food growing resources), but 
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to those of large farmers seeking to save labor and of research scientists seeking intellectual 
satisfaction and security by catering to the better-endowed and better-understood problems, 
environments, and crops of such farmers. 


QUESTION 14 


When focussing on the available set of technological options to farmers in developing 
countries, the text 


O decries the lack of incentives to the development of resource-saving technologies; 
(1) blames rural population growth for the added demand on natural resources; 


(2) chastises researchers for putting personal satisfaction ahead of nobler ends (such as 
preserving the environment); 


(3) criticizes scientists for not catering to the needs of small farmers; 


(4) blames the smallholders for being unable to make the right choices. 


Research outputs apart, the very structure of agricultural research is changing in response to 
the needs and demands of wealthy farmers, consumers, and researchers. It is well known that 
biotechnology is concentrated mainly on the products, conditions, and factor intensities of 
big Western farmers. This, and similar trends in other areas of agricultural research, threatens 
to substantially reduce the proportion of research devoted to the farm products, labor 
intensities, and local resource degradation threats that concern smallholders in poor 
countries. All this provides exogenously structured incentives (and funds) for international 
and national agricultural research systems that do not focus on reducing the rate of resource 
degradation in developing rural areas. 


QUESTION 15 

The following statements summarize some of the main ideas presented in the text: 

O Developed countries are to be blamed for all the woes in the developing world. 

(1) Environmental problems in developing country rural areas are of their own making. 


(2) Since interest rates, farm prices and the end-products of global agricultural research are 
all exogenous to developing country farmers, they cannot be blamed for skewed 
incentives which such factors create. 


(3) Resource degradation in rural areas is enhanced by market failures. 


(4) Resources are degraded despite well-functioning markets. 
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